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Inde ent rs' Report

Town of Cotton Vallay
Cotton Valley, Loulslana

We have audlted the accompanying financial statements of the governmental activibes, business-type
activitles, each major fund, and the aggregate remainfng fund Infonmation of the Town of Cotlon Valley,
Louisiana, as of December 31, 2008, which collectively comprise the Town's basic financial statements as
listed in the table of contents. These financial statements are the responsibility of the Town of Cotton Valley's
management. Our nesponsibility is to express opinions on these financial statements based on our audit.

we conducted our audit in accordance with auditing standards generally accepted In the United States of
America and the standards applicable to financial audits contained in Government Auditing Standarus,
issued by the Comptroller General of the United States. Those standamis require that we plan and
perform the audit to obtain reascnable assurance about whether the flnancial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An awdit also includes assessing the accounting principles
used and significant estimates made by management, as well as svaluating the overall financial staternant
presentztion. Ve believe that our audit pravides a reasonable basis for our opinions.

In cur opinion, the financial statements referrad to above presant fairly, in all material respects, the respective
financial position of the govemmental activities, the business-type aclivities, each major fund, and the
eggregate remaining fund information of the Town of Cotion Valley, as of December 31, 2008, and the
respective changes in financial position and cash flows, where applicable, thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 7,
2009 on our consideration of the Town of Cotton Valiey's intemnal control over financlal reporting and our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of Interal control over
financlal reporting and compliance and the results of that testing and not to provide an opinion on the
infernal control over financial reporting or on compliance. That repori is an integral part of an audit
performed in accordance with Govemment Auditing Stendards and important for assassing the results of
our audit.

Our audit was conducted for the purpose of forming opinlons on the financial statements that collectively
comprise the Town of Cotton Valley's basic financial stalements taken as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by
U.8. Office of Management and Budget Circular A-133, Audits of States and Local Govemments, and
Non-Proft Organizations, and is not a required part of the basic financlal stalements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our gpinion, is fairly stated, in all materlal respects, in relation o the baske financial statements taken as a
whole.



The budgetary compariscn information on pages 26 — 28, is not a required part of the basic fnancial
statements but are supplementary informalion required by accourting principles generally accepted in the
United Slates of America. We have applied certain lmited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the raquired
supplementary information. However, we did not audi the informalion and exprass no opinion on it.

The Town of Cotton Valley has not presenmted managements discussion and analysis, which is
supplementary information, required by accounting principles generally accepted in the United States of
America, but i nol a required pan of the basic financiat statements.

Our audit was made for the purpose of forming an opinicn on the financial statements taken as whole. The
accompanying financial information listed as supplementary information in the table of contents and shown
on page 29 is presentad for purposes of additional analysis and is not a required part of the financial
statements of the Town of Cotton Valley. Such information has been subjected 1o the audiing procedures
applied in the audit of the financial statements and, in our opinion, is faidy presented in all material respects in
relation 1o the financial statements taken as a whole.

(ool

Cook & Morehart
Certified Public Accountants
December 7, 2009



Town of Cotton Vallay
Cotton Valley, Lovisiana
Statement of Net Assets

Dacember 31, 2008

Governmental Busingss-type
Activities Activities Tatal
Assets
Cash and cash equivalents $ 30,933 3 15,554 $ 46,487
Raceivables 26,576 19,380 45,955
Internal balances {16,950) 16,850
Restricted assets:
Cash and cash equivalents 26,395 26,895
Capitat assets, net 57,040 3,018,828 3,075,658
Total assets 97,598 3,007,707 3,195,305
Lizbilities
Accounts payable 8,384 11,870 20,264
Accrued liabilities 20,636 1,364 21,997
Payable from rastricted assels:
Revenue bonds - due within one year 23,086 23,086
Accrued interest 6,645 5,645
Customer deposits 29,976 28,976
Non-current liabilties:
Due within one vear 3,000 14,277 17,277
Due in more than one year 44 000 708,014 752,014
Total fiabiliies 76,030 795,228 £71.259
Net Assets (Deficit)
Invested in capitai aseats, net of
related debt 10,040 2,273,551 2,283,591
Restricted for:
Debt Service 29,6564 12,671 42625
Unrestricted {15,426) 16,256 {2,170)
Total net assats {deficit) 3 21!568 $ 2!3025478 §_ 2324046

See actompanying notes to the basic financial stataments.
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Assets
Cash and cash equivalents
Reaceivables
Due from other fund
Total asgats

Liabilities and Fund Balances (Deficit)

Liabilities:
Accournts payable
Accrued liabiliies
Due to other fund
Total liabilities

Fund balances (deficit):
Reserved - debt senvice
Unraserved
Total fund balances {(deficit)

Total liablities and
fund balances {deficit)

Town of Cotton Valley
Cotton Valley, Louisiana
Balance Sheet
Governmental Funds
Decamber 31, 2008

Non Major
Major Funds Fund Total
Sales Debt Governmantal
General Tax Service Funds

$ 22784 % 3687 % 4462 § 30,933
9,538 13,701 3,336 28,575

22,156 22 156

g 32322 % 17,388 % 29854 3 79,664
5 7460 % 1234 § % 8,304
18,734 1,902 20,636

39,108 39,106

65,000 3,136 68,138

29 954 29,954
{32,678} 14,252 {18,426)
(32,678) 14,252 29,954 11,528

3 32,322 $ 1?!388 $ 29854 % 79,664

See accompanying notes to the basic financial statements.




Town of Cotton Valley
Cotton Valley, Louisiana
Recanciliation of the Balarce Sheet of Governmantal Funds
to the Statement of Net Assets
December 31, 2008

Fund balances - total governmental funds $ 11,528
Amounts reportad for governmental activitles in the statement of net assels are different because:
Capilal assets used in governmential activities are not financial resources

and therefore are not reported in the funds. 57,040

Long-term liabilitles, including bonds and notes payable, are not due and
payable in the current period and thersfore are not reported i the funds. {47.000)

Net assets of governmental activities 3 21,568

Saee accompanying notes to the basic financial statements,

6



Town of Cotton Valley
Cotton Valiey, Louisiana
Statement of Revenues, Expenditures, and Changes in Fund Dalances
Governmental Funds
For the Year Ended December 37, 2008

Non Major
Major Funds Fund Total
Salas Dabt Governmental
Revenes; General Tax Service Funds
Ad valorem taxes L3 14330 3 $ 7179 § 21,502
Franchise taxes 24 489 24 489
Intergovemmental 34,628 34,828
Sales tax 92,444 92,444
Licenses and permils 22,338 22,338
Fines and forfeitures 68,811 68,811
Investment eamings 78 47 123
Miscellangous 3,016 3,016
Total revenues 187,812 82,520 7,226 267,558
Expenditures:
Current.
General government 130,393 17,966 148,359
Public safety 14,499 68,865 83,364
Highway and shrests 22700 22,700
Capital outigy 16,881 16,881
Deht service:
Pringipal paymants 3.000 3,000
Interest and other changes 2,500 2,500
Total expenditures 184 473 86,831 5,500 276,804
Excess (deficiency) of revenues
over expenditures {16,651) 5,689 1,726 (8,246)
Fund balances {defict) al beginning of year {18,017} B,583 28,228 20,774
Fund balances (deficii} al end of year 3 (32678} % 14252 % 29,954 § 11.528_

See accompenying hotes to the basic financlal stataments.



Town of Cotton Valley
Cotton Valley, Louisiana
Reconciliation of the Statement of Revenues, Expenditures, and Changes in
Fund Balances of Governmental Funds to the Statemant of Activities
For the Year Ended Decamber 31, 20C8

Net change in fund balances - total governmental funds $ (9,248)

Amounts reported for governmental aclivities in the staternen; of activitles
are different because:

Govemmental funds repori capltal outlays as expenditures, However,
in the statement of activities, the cost of thosa assels is allocated over
their estimated ussful lives and reporied as depreciation expense.
This is the amount by which capital outtays {$16,881} exceeded

depreciation ($10,675) in the current pariod. 6,206

The repayment of principal of long-term debl consumes current

financial resources of governmental funds. 3,000
Change In net assets of governmental activities $ (40

Se& accompanying notes to the basic financial statements,
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Town of Cotton Vailey
Cotton Valley, Lovisiana

Balance Sheet
Proprietary Furd
Decembar 31, 2008
Businese-Type
Activitios
Enterprise Fund
Assels
Current assets:
Cash and cash squivalents 5 15,554
Receivables 19,380
Qus from other fund 16,850
Total current assets 51,884
Noncurrent assets:
Restricled cash and cash equivalents 26.895
Capital assats:
Land 16,000
Plant and equipment 4,013,328
Less: accumulated depreciation (1,010,400)
Total noncumrent assets 3,045,823
Total assets £ 3,097,707
Liabilities
Current liabillties:
Accounts peyable 5 11.87G
Accrued Nabilitias 1,361
Notes payabls 9,480
Current portion capital lease obligation 4,787
Paysabls from restriclad agsals:
Revenue bonds 23,088
Accrued intarest 6,645
Customer deposite 206,976
Total current Mabilities 87,215
Noncuarent liabilities:
Revenue bomds 705,804
Capital lease obligation 2,410
Taotal noncurrent liabilitios 708,014
Total liabllities 795,229
Nat assets
Invested in capital assals, net
of related debt 2 273 55%
Restricied far deh service 12,671
Unrestricted 16,258
Total nat assets 2,302,478
Total Kabilities and net assels $ 3,097,707

Sae accompanying notes to the basic financial statements.
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Town of Cotfon Vafley
Catton Valley, Lovisiana
Statement of Revenues, Expenses, and Changes in Fund Net Assets
Proprietary Fund
For the Year Ended Dacember 31, 2008

Businass-Type Acinaties
Enterprise Fund
Qperating revenues:
Charges for service -
Water and sewer sales ] 227,416
Other charges and fees 19
Total operating revenues 227,435
Operating expenses:
Salaries 53677
insurange 6,122
Truck expense 1,088
Maintenance and repairs 20,285
Miscallanecus expenses 27,435
Office expanse 3,245
Materials and supplies 27,202
LHilities 32,347
Depreciation 101,789
Total oparafing expenses 273,190
Operating income (loss) {45,755)
Non-gperating revenuas (expenses):
Grant 64,300
Interest income 224
Interest expense (33,345)
Total non-operating revenues {axpenses} 31,179
Change in nat assets {14,576)
Net assats - beginning of year 2317054
Net assets - end of year ] 2,302,478

See accompanying notes to the basic finencial statements.
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Town of Cotlon Valley
Cotion Valley, Louisiana
Staternent of Cash Flows
Proprietary Fund
For the Years Ended December 31, 2008

Business-Type Activities
Enterprise Fund
2008
Cash Flows From Operating Activities
Receipts from customers $ 231,146
Cash payments to suppliers for goods and services (108,044)
Cash payments to employess for services {52,316)
Net Cash From Operating Activities 88,785
Cash Flows From Non-Capital Financing Activitles
Operating grants 64,300
Net Cash From Non-Capital Financing Agtivities 64,300
Cash Flows From Capital and Related Financing Activities
Principal paid on capital debt (30,279)
[nterest paid on capital debt {33,345)
Purchase of property and equipment {52,119)
Net Cash (used in) Capital and Related Financing Activities (115,743)
Cash Flow From !nvesting Activities
[nterest income 224
Net Gash From Investing Activities 224
Net increase (decrease} in cash and cash equivalents 18,567
Cash, Beginning of year 23,882
Cash, End of year $ 42 448
— ————————

Reconciliation of Oparating Income {Loss) to Net Cash Provided
By/{U=zed |n) Operating Activities
Operating income (loss) $ (45,755)
Adjustments ta raconcile operating ircome (Voss) 1o net cash
provided (used) by operating activities

Depreciation expense 101,789
Accounts receivable 3,71
Accounts payable 8,081
AcCrued expenses 4,180
Meter Deposits 3,270
Due from other funds {5,500)
Net Cash Flows From Operating Activities [ 68,786

See accompanying notes to the basic financial statements.
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Town of Cotton Valley
Cotton Valley, Louisiana
Notes to Financial Statarnents
Decembar 31, 2008

INTRODUCTION

The Town of Cotton Valley is incorporated under the provisions of the Lawrason Act. The Town operates
under a Mayor-Council form of govemment.

{1}

Summary of Significant Accounting Policies

The Tawn of Collon Valley's financial statements ara prepared in sonformity with generally accepted
accounting principles (GAAP). The Govemmental Accounting Standards Board (GASB) is
responsible for establishing GAAP for siate and local govemments through its pronouncements
{5tatements and Interpretations). The more significant accounting policies established in GAAP and
used by the Town of Cotton Valiey are discussed below.

A Reporting Entity

As the municipal goveming authority, for reporting purposes, the Town of Cotton Valley s
considered a separate financial reporting entity. The financial reperling entity consists of {a) the
prirmary govemment (the Town of Cotton Valley), (b) organizations for which tha primary
govarnment is financially accountable, and (c) other organizations for which natura and
significance of their relationship with the Town of Cotton Valley are such that exclusion would
cause the reporting entity's financial statements to be misleading or Incomplete.

GAGB Statement No. 14, as amended by GASE Statement No. 39, established criteria for
determining which component units should be considered part of the Town of Cotton Valley for
financial reporting purposes. The basic criterion for Fcluding a potential component unit within
the reporting entity is financial accountabilty. The GASE has set forth criteria fo be considered
in determining financial accountability. This criteria incluces:

1. Appointing a voting majcrity of an organization's goveming body, and
g The ability of the Town to impose its will on that organization and/or

b. The potential for the organization to provide specific financial banefits o or impose
specific financial burdens on the Town.

2. Organizations for which the Town does not appoint a voting majority but are fiscally
dependent on the Town,

3. Qrganizations for which the reporting entity financial statements woukd be misleading if
data of the organization is not included because of the nature or significance of the
relationship,

In addition, the GASB 39 states that a legally separate, tax-exempt organization should be
reported as a compenent unit of a reporling entity if all of the following criteria are met;

1. The economic resources received or held by the separate organization are entirely or aimost

entirely for the direct benefit of the primary government, its component units, or its
constituants.

(Continuad)
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Town of Cotton Valley
Colton Valley, Louiglana
Notes to Financial Staterments
December 31, 2008
{Continued)

2. The primary govemnment is entitled to, or has the abiiity to otherwise access, a majority of
the economic resources received or held by the separate organization.

3. The ecoromic rescurces raceived or held by an individual organization that the specific
primary government, or its component units, is entitied to, or has the abliity to otherwise
access, are significant to that primary government.

In addition, other organizations shouid be evaluated as polential component units if they are
closely related to, or financially integrated with, the primary governmant,

Based on the criteria described above, there ane na component units to be included as part of
the reporling entity.

Basic Financial Statements - Govermnment-YWide Statements

The Town of Cotion Valley's basic financial statements include both government-wide (reporting
the funds maintained by the Town of Catton Valley as a who'a) and fund financial stztements
(reporting the Town of Cotton Valley's major funds). Both the governmentwide and fund
financial statements categorize primary activities as either governmental or business fype. The
Town's sales tax fund, debt service fund, and general fund are classified as governmental
activities. The Town's water and sewer services are classified as business-ype attivilies.

In the government-wide Staternent of Net Assets, both the govermnmental activities and business-
type activities columns are presented on a consolldated basis by column and are reported on a
full accrual, economic resuurce basis, which recagnizes all long-term assets and receivables, as
well as long4emm debt and obligations. The Town of Cofton Valley's net assets are reperted in
three parfs — invesled in capital assets, net of related debt resticted net asssis; and
unresiricted net aszets,

The govemment-wide Statement of Activities reporis both the gross and net cost of each of the
Town of Cotton Vailey's functons. The functions are alsc supported by general govemment
revenues (property, salas and use taxes, ceriain Intergovemmental revenues, etc). The
Statement of Aclivities reduces gross expensas (inchuiding depraciation) by related program
revenues, operating, and capital grants. Program revenues must be directly associated with the
function. Operating grants include operating-specific and discrationary (either operaling or
capital) grants while the capital grants column reflects capital-specific grants, Amounts reported
as program revenusg include 1) chamges o customers or applicants for goods, services, or
privileges provided, 2) operating grants and contrbutions, and 3) capital grants and
contributions. Intemally dedicated resources are reported as general revenues rather than as
program revenues, Likewite, general revenuss include all laxes,

Proptistary funds distinguish operating revenues and expenses from non-operating tems.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with the proprietary fund's principal ongoing operafions of
providing water and sewer services.

The net costs (y function) are normally covered by general revenue (properly, sales and use
taxes, certain intergovemmentai revenues, interest income. ete.).

{Continued)
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Town of Cotion Valley
Cotton Valley, Louisiana
Motes io Financial Statements
Deceimber 31, 2008
{Continued)

This govemment-wide focus is more on the sustainabliity of the Town of Cotfon Valley as &n
entity and the change in the Town of Cotton Vallkey's net assets resulting from the current year's
activities.

. Basic Financial Staternents — Fund Financlal Siatements

The financial transactions of the Town of Cotton Valley are recorded in individua) funds in the
fund financial stastements. Each fund is accounted for by providing a separate set of self-
balancing accounts that compriges its assets, liabiliies, reserves, fund eauity, revenues and
expenditures/expenses. The varous funds are repeorted by generic classification within the
financial statements.

The following fund types are used by the Town of Cotton Valley:

1. Governmental Funds — the focus of the govermmental funds' measurement (in the fund
statements) is upon determination of financial position and changes in Rnancial position
(sources, uses, and balances of fimancial resources) rather than upon net income. The
folicing is a descripion of the governmental funds of tha Town of Cotton Valley:

a. General fund is the general operating fund of the Town of Cotton Valley. Itis used to
accoumt for all financial resources except those required to be atcounted for m
ancther fund.

b Specil revenue funds are used to account for the proceeds of specific revenue
sources that are legally restricted 1o expenditures for specified purposes.

¢ Dabt service funds are used to account for the accumulation of funds for the periodic
payment of principal and interest on general long-term debt.

2. Proprietary Funds — the focus of proprietary fund measurement Is upon determination of
cperating incorne, changes in net assets, financial pesition, and cash flows. The ganerally
eccepted accounting principles applicable are those similar to businesses in the private
sector. The following is a description of the proprietary funds of the Town:

a. Enterprise funds are required to be used to account for operations for which & fee is
charged to external users for goods of services and the activily {8} is financed with
debt that is solely secured by a pledge of the net revenues, (b) has third parly
requirements that the cost of providing services, including capital costs, be recovered
with fees and charges, or (¢} establishes fees and charges based on a pricing policy
designed o recover similar costs.

The emphasis in fund financial statemenis is on the major funds in either the govermmental or
business-type attivilies categories. Non-major funds by categary are summarized Int a single
colurmn. GASB Stalement No. 34 sets forth minimum crileria (percentage of the assets,
liabilities, revenues, of expenditures/expenses of fund category) for the determination of majer
funds.

{Continued)
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Town of Cotton Valley
Cotton Valley, Louisiana
Notes to Financial Statements
December 31, 2008
(Continued}

The follawing majer funds are presented in the fund financial statements:

General Fund - accounts for afl financial resources except those required to be accounted for in
anather func.

Sales Tax Fund — accounts for the proceeds of sales taxes levied for operations of the police
department and maintenance of streets, and operations of street fights.

Water ang Sewer Fund — accounts for the provislon of water and sewer services of the Town.

. Basis of Accounting

Basis of accounting refars to the polnt at which revenues or expendituras are recognized in the
accounts and reported in the financial statements, 1t relates {o the tming of the measurements
made regardiess of tha measurament focus appled.

1.

Accrual:

Both govemmental and business-typa activities in the govemment-wide financial staternents
and the proprietary fund financlal statements are presented on the accrual basis of
accounting. Revenues are recognized whén eamed and expenses are recognized when
incurred.

Modified Accrual:

The govemmental funds financial statements are presanted aon the modified accrual basis of
accounting. Under modified accrual basis of accounting, revenues are recorded when
susceptible to accrual: i.e., both megsurable and avaiksble. "Available® means collectible
within the currant period or within 60 days after year end. Expenditures are generally
recognized under the modified accrual basis of accounting when the related liabiiity s
incuted. The exception to this general rule is that principal and interest on gensral
obligation long-tesrn debt, if any, is recognized whan due.

. Budgets

The Town uses the following budget practices:

1.

2.

The Mayor and Town Council prepars a proposad budget.

After completion of all action necessary to finalize and implement the budget, the budget
is adopted in an open meeting.

Budgetary amendments involving the transfer of funds from one department, program or
function to another, or involving increases in expenditures resulting from revenues
exceeding amounts estimated, require the approval of the Council.

All budgetary appropriations lapse at the end of each fiscal year.

{Continued)
15



Town of Cotton Valley
Caotton Valley, Louisiana
Nates to Financial Staternents
December 31, 2008
(Continued)

5. Budgets for the General Fund, Sales Tex Fund and Debt Service Fund are adopted on
the cash basis. Budgeted amounts in the accompanying required supplementary
information schedules are as originally adopted, or as amended by the Council. There
werg no emeéhdments to the budgets for the year erded December 31, 2008,

6. The Town's fiscal vear is December 31.
F. Cash, Cash Equlvalents, and \nvestments

Cash includes amaunts in petty cash, demand deposits, Interest bearing demand deposits, and
time deposits. Cash equivalents include amounts in fime deposits and those investments with
original maturites of 90 days or less, Under state faw, the Town may depostt funds in demand
deposits, Inferest bearing demand daposits, money market accounts, or time deposits with state
banks organized under Louisiana law or any other state of the United States, or under the laws
of the United States.

Invasiments are limited by R.S, 33.2856 and the Town's investment policy. If the original
malurities of investments exceed 80 days, they are classified as investments; however, if the
criginal maturities are 90 days or less, they are classified as cash equivalents.

G. Capita) Assefs

Capital assets purchased or acquired with an original cost of $1,000 or more are reported at
historical cost or estimated historical cost. Contributed assets are reported at fair markst velue
as of the date received. Addifions, improvements, and other capital oullays that significantly
extend the useful life of an asset are capitalized. Other costs incurred for repairs and
maintenance are expensed as incurred. Depreciation on all assets is provided on the stralght-
line basis over the following estimated useful lives:

Buildings 20-50 years
Other equipment 10 years
Vehlcles 5 vears
Water and sewer systemns 5 — 40 years

GASBS No, 34 requires the Town to report and depreciate new Mirastructure assets effective
with the beginning of the current year. Infrastructure assets include roads, bridges, traffic
signals, etc. These infrastruciure assets are likely to be the largest asset class of the Town.
Neither their historical cost nor ralated dapraciation has historically been reportad in the financial
statements. The retroactive reparting of infrastructure is not required.

{Confinued)
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Town of Cotton Valley
Cotton Valley, Louisiana
Notes to Financial Statements
December 31, 2008
{Continued)

H. Revenues

Ad valorem taxes attach as an enforceat¥e lien on property as of January 1 of each year. Taxes
are levied by the Town in September or Oclober and are actually billed to the taxpayers in
November. Billed taxes become delinguent on January 1 of the following year. Revenues from
ad valorem taxes are budgeted In the year biled. The Town bills and collects its own property
taxes, using the assessed values determined by the tax assessor of Webster Parish. Sales tax
revenues are recorded in the period in which the underlying exchange has occurred, Fines,
forfejtures, licenses, and permits are recegnized in the period they are collected. Interest income
on demand and time deposis is recorded when earned. Federal and state grants are recorded
when the Town is entitied to the funds.

Net Assets

Net assets represent the difference batween assets and liabiliies. Nel assets invested in
capital assets, net of relsted dabt, consist of capltal assets, net of accumulated depreciation,
reduced by the outstanding balance of any bormowing used for the acquisition, constructian, or
improvermnent of those assets, Net assets are reported as restricted when there arg imitations
imposed on their use either through constitutional provisions or enabling legislation adopied
by the Town or through extemnal restrictions imposed by crediters, grantors, or laws or
regulations of other governments. The Town's policy is to first apply restricted resources
when an expense |3 incurred for purposes for which hoth restricted and unrestricted net
assets ara available.

Salgs Taxes

The proceeds of the 1% sales and use tax passed by the voters of the Town of Cotton Valley
may be used only for the cperations of the police depariment and for the maintenance of streets
2nd operations of street lights. The YWabster Parish Schoo) Board collects the lax for the Town,
remitting to the town on a weekly basis, for a fee of 1% of collections.

. Compensated Absences

The Town allows up to two weeks vacation based upon years of service. No carryaver or
accrued vacation leave is allowed. Unused vacation time will be applied upon termination. In
addition, unused accumulated sick pay wlll not ba paid upon separation of servica.

As of December 31, 2008, empioyee leave benefits were determined to be immaterial and are
therefore not recorded as a liability.

L. Interfurd Activity

Interfund activity is reported es !'oans, reimbursements, or fransfors. [ oans ate reported as
interfund recelvablas and payables as appropriate and are subject to alimination upon
consalldation Any residual balances outstanding between the governmental activities and
business-lype activities are reparted in the government-wige financial staterments as “intermnal
balances." Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund and reduces its related cost as a reimbursement.  Transfers between
governmental furds are netted as part of the reconciliation to the government-wide financial
statements.

(Continued)
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Town of Cotton Vallay
Cotton Valley, Lovisiana
Notes lo Financial Statements
December 31, 2008
{Continued)

M. Use of Estimaies

Management uses estimates and assumptions in preparing financial staterments. Those
estimates and assumptions affect the reported amounts of assets and liabilities, the
disclosure of contingent assets and liabilities, and reported revenues and axpenses. Actual
restlts could differ from those estimates.

N. Long-Term Obilgations

In the government-wide financial statements, long-term debt and other long-term obligations
pre raported as liablliies in the applicable governmental activities in the statement of net
assets. Bonds payabie are reported net of the applicable bond premium or discount. Bond
issuance costs are repored as deferred charges and amortlzed over the term of related debt

in the fund financial statements, governmenial funds recognize bond premiums and
distounts, as well as bond issuance costs, during tha current period. The face amount of the
debt issued is raported as other financing sources. Premiums received on debt issuances are
reported as other financing sources white discounts on debt Issuances are reported as other
financing uses. Issuance costs, whether or not withheld from the aclual debt procesds
recaived, are reported as dabt service expenditures.

O. Bad Debts
The Town uses the direct charge-off method of accounting for uncollectible ad valorem taxes
and water system receivables. Although this method Is not in accordance with genarally
accepted accounting principles, the overall effect on the financial statements is immatersial.

P. Capitalized \nteresi

The Town capitalizas net interest costs and interast eamed as part of the cost of constructing
various water and sewer projects when material.

Q. Statement of Cash Flows
For the purposes of the Statement of Cash Flows, the Water and Sewer Funds consider ail
highty liquid investments (including restricted assets) with a maturity of three months or less
when purchazed to be cash equivakents.

R. Postretirernent Benefits

The Tawn provides no postretirement benefits to its employaes.

{Continued)
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Town of Colton Valiey
Cutton Valley, Louisizna
Notes to Financial Statements
December 31, 2008
{Continued)

Ad Valorem Taxes

The distribution of the Town's levy (tax rate per $1,000 assessed value) for 2008 is as foows:

Tax Roll Aluthorized Levied Expiration
2008 Milage Milage
General Fund 7.16 7.18 7.16 Statutory
Debt Service 385 3.85 3.96 2017
A&saa
Cash and Cash Equivalents
A Cash and Cash Equivalents

At December 31, 2008, the Town has cash and cach equivalents (book balances) tofaling
$73,382, of which $26,895 is shown ag a restricted agsat. These deposils are stated at cost,
which approximates market Under state law, these deposits (or the resulting bank balances)
must be secured by federal depasit insurance or the pledge of securities cwned by the fiscal
agent hank. The market value of the pledged securiies plus the federa! deposit insurance must
at all times equal the amount on deposit with the fiscal agent.

Credit Risk

Custedial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be refumed to it. The Town does not have a policy for custodial sredit risk. As of December
31, 2008, the Town's bank balance was secured from custodial credit risk due to deposits
{coliected bank balances) of $76,875 being secured by federal deposit msurance.

Receivables

The following is a suramary of receivables at December 31, 2008:

Class of
Recglyable
Govemmental activities --
Sales taxes $ 13,701
Ad vajoram taxes 9,381
Other 3493
26,575
Business-type attivities —
Accounts receivable — water and sewer charges 18.380
Total g 45,953

(Continued)
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Town of Cotton Valley
Cotion Valley, Lovisiana
Notes io Fmancial Statements
December 31, 2008
{Cantinued)

(5) Restricted Assets — Proprietary Fund Type

Restricted assets were applicable to the following at December 31, 2008:

r Ful
Customer deposits § 14225
Bond and interast sinking fund 3,253
Bond reserve fund 6,140
Conlingency fund 3277
$__ 2683

®) Capital Assets

Capital asset activity for the year ended Decarnber 31, 2008, was as follows:

Balance at Balance at
January 1, Decamber 31,
2008 Additions Deistions 2008

Govemmental Activities:
Capital assets, not being depreciated:

Land $ 20000 $ - h] = $___ 20,000
Capital assets, being dapreciated;

Buildings 103,000 - {9,000) 84,000

Other equipment 8,141 16,681 - 25,022

Vehicles 37444 - = 37444

Total capital assets, baing
depreciated, at historical cost 148,585 16,681 (8,000} 156 466

Less accumulated depreciation:

Bulldings { B4394]) ( 2,58%5) 8000 ( 78525)
Cther equipment { 4070) | 2,362) - { 6.432)
Vehicles { 28741) _{ 5,728) - {_ 34469)

Total accumutated depraciatian ( 147754y _{ 10.675) 9000 ( 115426)
Total capitaf asseats, being

depreciated, net 30,334 8,206 - 37.040
Governmental activities capita
assots, net § 50834 § 8208 § = $ 57,040
(Continued}
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Town of Cotton Valley
Cofton Valley, Louisiana
Notes to Financial Statements
Degember 31, 2008

(Continued)
Balance at Balance at
January 1, Dacember 31,

2008 _ _ Addttions _Deletions _ 2008
Business-Type Activities:
Capital assets, not being depreciated.

Land §__ 16000 § - $ -~ _§ 16000
Total capital assets,
not being depreciated 16,000 = = 16,000
Capital assets, being depreciated:
Water and sewer system:
Vehicles 5750 - - 5,750
Distribution system 3,087 846 52,119 - 3,948 865
Qther equipment 7613 - -~ 57613
Total capitel assets, being
depreciated, at historical cost 3,961,209 52,119 = 4013328
Less accumuliated depreciation:
Water and sewer sysfem:
Vehicles { 5853 ¢ 86) - { 5,749)
Distribution system ( 862,051} ( 98.9843) ~ ( 960994)
Other equipmant (40807 ( 2750) — _{ 43857
Total accumulated depreciation _{ 908611) _{ 101789 - 1,010,400)
Tota! caplital assets, being
depreciated, net 3052508 _{ 49670 - 3,002 928
Business-type activities capital
assets, net $ 2089508 S (40670 § 016,920

Depreciation expanse was charged to Govemnmantal and Business—type Activities as follows:

Govemmentat  Business—type

Aclivitias Activities Total
Public safety 3 5728 3 - $ 5728
Highway and streets 2,362 - 2,382
Genera) government 2,EB5 - 2,585
Water and sewer - 101,789 101,789
Total § 10675 & 104789 F 112464
{Continued)
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Town of Cotton Valley
Catton Valley, Louisiana
Notes to Financial Statements
Decernper 31, 2008
{Continued}

{7) Interfund Balances

interfund balances at December 31, 2008 cansistad of the following:

Pue From Due To
Other Fund Other Fund Net

Governmental Funds:

General $ - $ 39106 % ( 39,106)
Debt sarvice 22 156 - 22 156
Total Governmental Funds 22158 39,106 { 16,85Q)
Propnietary Fund 16850 - 16,950

The interfund balances are the resutt of the tmse lag batween the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the
accounting system, and (3) payments between funds are made.

(8} Customers’ Deposits

Deposits held for customers that are currenily active on the watar system total $29,976 at December
31, 2008.

6} Long~term liabifity activity for the year ended Decembar 31, 2008, was as follows:

Amounts
Beginning Ending Due Within
Balangs Additions Reductiens _ Balance Qne Yaar
Governmental Activities:
General Obligation Bonds §___50.000 $ = § ( 30000 $_ 47,000 $ 3,000
Business-type Activities:
Sewer RevenueBonds § 108,000 $ - $ ( 6000) % 102000 % 6.000
Water Revenue Bonds 5,715 - { 323) 5,392 390
Water Revenue Bonds 4,182 - ( 612) 3,570 630
Water and Sewer Bonds 60,000 - - 60,000 9,000
Water and Sewer Bonds 564,952 - {( 6,924) 558,028 7.066
Note Payable 21,490 - { 12,000} 9,490 9,490
Capital Lease Obligation 11,317 = { 4420 6,897 4787
Total Business-type
Activities 3 _JI5656 § . o, §.(3027HE 745377 § 37303

{Continuad)
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Town of Cotton Valley
Caotlon Valley, Louisians
Notes to Fnancial Staterments
Decamber 31, 2008
(Continued)

Govermnmental Activities:

General obligation bonds -
$80.000 Public Improvement Bond's dated 7/29/80; due in annual
instaliments of $1,000 — $5,000 through 7/28/20; interest at
5% — 12%. The debt redemption is paid from the Debt Service
Fund. $ . 27000

Business—type Activities:

190,000 Sewer Revenue Bords (Serles A #82-02) and $35,000

Sewer Revenus Bonds (Saries #92-05) dated 7/29/80; due in

annual payments of $3,000 to $11,000, with the first payrment

{July 1982) being for interest only, and, thereafier the payments

shall ba equa! in amount and consist of fully amertized installments

of principat and Interest, interast at 5% § 102,000

$8,905 Water Revenue Bonds dated June 15, 1993; due in annual
installments of $609, which includes principal and interest; Interast
rate at 5% 5,392

510,226 Water Revenue Bonds dated June 15, 1893; due in annual
instaliments of $821, which includes principal and interest, interest
rata at 5% 3,570

$180,000 Water and Sewer Revenue Bonds dated August 1, 1674;
due annual mstaliments of $1,000 through $11,000 which includes
principal and interest; ntarest rate at 5% 60,000

$586,000 Water and Sewsr Revenue Bonds dated August 12, 2003,
due in 480 monthly installments beginning Oclober, 2007 of $2,567
which includes principal and Interest; interest rate at 4.25%, final

payment in 2044 558,028

Notes payable to a Simmans Waterworks, Inc., with zero interest,

payable in 200 monthly instaliments of $1,000, due December, 2009 9,490

Capital lease obligation, payable in monthly Instalments of 3430,

final payment February, 2010 6,89
$ 745377

Payments on general obligation bonds are made from debt service funds. Payments on the note
payable are made from the general fund.

The Water and Sewer Revenue Bonds constitute special obligations of the Town solely secured

by a lien on and pledge of the net revenues of the water and sewer system. Payments on the
noles payable of the Enterprise Fund are made from the Water and Sewer Fund.

{Continued)
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Town of Cotton Vallay
Cotton Valley, Louiskana
Notes to Financial Statements
December 31, 2008
(Continued)

Debt service requirements at December 31, 2008, wara as follows:

Governmenial Activities

Fiscal Year Principal Inte
2009 $ 3000 & 2,350
2010 3,000 2.200
2011 3,000 2,050
2012 3,800 1,900
2013 4,000 1,750
2014-2018 21,000 5,750
2019-2023 10,000 750

8 47,000 5 16750

Business-Typg Aclivities

Flscal Year Principal \pterest
2009 $ 32575 § 32,245
2010 23 444 31,138
2011 25,818 30,012
2012 26,200 28,771
2013 28,701 27,513

2014-2018 107,852 119,842
2019-2023 80,886 98,785
2024-2028 72,801 81,200
2029-2033 50,004 53,997
20342038 111,272 42,729
2039-2043 137,586 18,435
2044-2048 1,341 18

$ 738480 §__S70662
singss-Typs tties
Capital Lease Obligation
During the year ended Degernber 31, 2006 the Town entered into a capital lease obligation to
purchase a tractor. The lease reguires 45 monthly payments of $430. The leass is a capial lease for
accounting purposes bacause it provides for the transfer of ownership el the end of the lease term.

The asset acqulred through this capitat lease is as follows:

Equipment $ 17,868

Less: Accumulated depreciation ( 4913

Carmying value $ _ 12953
(Continued)
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Town of Cotlon Valley
Cofton Valey, Lousiana
Notes to Financial Statemants
December 31, 2008
(Continued)

The following schedule detalls debt sarvice requirements to maturity for the above mentioned capital
lease at December 31, 2008:

Business-Type
Year Ending Degember 31, __Activities
2008 $ 5,166
2010 — 249
Total minimum lease payments 7315
Less amount representing interest { 418)
Prasent value of net minimum lease payments $___ __BIY7

(10)  Risk Management

The Town purchases commercial insurance to provide workers compensation coverage and ganeral
liability and property insurance. There wera no significant reductions in insurance coverage from the
Previous year. )

(11)  Leases

The Town leases equipment under operaling leases. The rental cosl on the equipment paid during
the year ended December 31, 2008 was $4,085.

Commitments undar lease agreements having initial or remaining non-cancalable terms, except for a
non-appropriation clause, in excess of one year is as follows:

Year Endi mber 31 Activities
2008 $ 3,924
2010 2377

Total future minimum rentals £§ 6301

{12} Subseguent Event - LCDBG
During 2008, the Town was awarded a Louisiana Community Development Block Grant (LCDBG) of

$480,700 to upgrads its existing wastewater treatment plant. There was no financial activity on this
grant as of December 31, 2008.
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Town of Cotton Vatiay
Cotton Valley, Louisiana
Required Supplementary Information
Budgetzary Comparson Schedule
General Fund
For the Year Ended December 31, 2008

Variance with

Budget Amounts Final Budget
Original & Actuat Amounts Positive
Revenues: Final (Budgetary Basis) _ (Negative)
Ad valorem taxes § 17,000 § 15482 3% {1,518)
Franchise taxes 28,000 24,489 {2,511}
intergovemmaental 2,900 34,828 31,628
Licenses and pemits 25,700 22,338 (3,362)
Fines and forfeltures 115,000 &8.811 (4G,189)
Miscellansous 3,230 3,018 {214)
Total revenuas 191,830 168,964 (22,866}
Expenditures:
Current:
General government 149,870 124 298 25,672
Public safety 6,250 14,499 {8,249)
Highway and streels 14,400 22,700 (8,300}
Capital cutiay 16,881 {16 881)
Total expenditures 170,520 178,378 {7.858)
Excass (deficiency) of revenues
over expenditures 21,310 {9.414) {30,724)
Fund balance (deficity at baginning of year {2.541) (6,418) (3.8378)
Fund balance (deficit) at end of year $ 18769 $  (15833) § (34,602)

See accompanying note to the required supplementary schedule.
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Revenues:
Sales tax
Fines and forfeitures
Investment 2arnings
Total revenues

Expenditures:
Current:
Ganeral government
Highway and streets
Pubilc safety
Total expenditures

Excess (deficiency) of ravenues
over expenditures

Fund balance at beginning of year

Fund balance at end of year

Town of Cotton Valley

Cotton Valiey, Louisiana

Required Supplementary Information

Budgetary Comparison Schedule

Sales Tax Fund

For the Year Ended December 31, 2008

Variance with
Final Budget
Budgeted Amounts Actual Amounts Positive
Original and Final _ (Budgetary Basis) (Negative)
$ B5000 § 85517 & 20,517
28,750 (28,750}
75 75
93,750 85,592 {8,158)
17,868 {17,966)
12,000 42,000
78,325 66,489 12,836
91,325 84,455 6,870
2,425 1,137 (1,288)
2,548 2 549
$ 4!974 $ — 3e86 § 51 !2882

See accompanying nole to the required supplementary schedule.
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Town of Cotton Valley
Cotton Valley, Louisiana
Netes to Required Supplermnentary Information
For the Year Ended December 31, 2008

For the year endad December 31, 2008, the Town adopted budgels on a cash basis for the general fund,
sales tax fund, and debt service fund. There wera no amendments to tha budgets. The following schedule
reconciles excess (deficiency) of revenues and. other sources over expandiiures and other uses on the
statement of revenues, expenditures and changes in fund batances {budgeat basis) with the amounits shown
on the statement of revenues, expendituras and changes in fund balances (GAAP basis):

Sales
General Tax

Fund Func
Excess (deficiency) of revenuss and other sources
over expencitures and other uses (budget basis) B( 8414) § 1,137
Adjustments:
Revenue accruals — net { 1,152} 6,927
Expenditures accruals —nel { 8085} { 2.378)
Excess {deficiency) of revenuas and other sources
over expandituras and other uses (GAAP basis) £ 16863 § __ 5689
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Town of Cotion Valley
Cotton Valley, Lovisiana
Schedule of Compensation Paid to Board Members
For the Years Ended December 31, 2008

Mayor - Keilth Chanler $ 6,325

Alderman:
Curtis Walker 2,664
Charlena Lewis 2,664
Chris Ridge 2,864
Lynn Guillpt 2,664
Comerdis Phillips 2,664
$ 19,645
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Town of Cotton Valley
Cotton Valiey, Louisiana
Schedule of Expenditures of Fedaral Awards
For the Year Ended December 31, 2008

Faderal Pass~Through
Federal Grantor/Page-Through Grantor/Program Title CFDA Numbgr  Grantor's Number _Expendifures

U.S. Department of Agriculture —
LSDA Rure! Development —
Direct Program — Water and Waste
Disposal Systems for Rural Communities 10.760 Loans $ 775,940
10.760 Grant $ 64300

Note 1: The accompanying schedule of expenditires of federal awards is preparad on the accrual basis of
accounting.

Note 2. The Town had the following loan balances outstanding at December 31, 2008. These loan
balances outstanding are aiso included in the faderal expanditures presented in the schedule.

On July 29, 1980, General Obligation Bonds issued by the Town fotaling $90,000, with a
remaining balance of $47,000 at December 31, 2008, were purchased by Rural Development.

On August 1, 1974, Water and Sewer Revenue Bonds issued by the Town totaling $180,000, with a
remaining balance of $80,000 at December 31, 2008, were purchased by Rural Developrent

On July 28, 1980, additional sewer revenus bonds issued by the Town totaling $225,000 (Serles A,
#9202, $190,000; Series B, #92-05, $35,000), with a remaining balance af $102,000 at December
31, 2008, were purchased by Rural Development.

On June 15, 1953, Water Revenue Bonds totaling $8,905 and $10,228, with a remaining balance of
$5,382 and $3,570 at Decembear 31, 2008, were purchased by Rural Development

On August 12, 2003, Water Revenue Bands (#91-08) fotaling $586,000, with a remaining balance of
$558,028 at Decamber 31, 2008 were issued by Rural Development.
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atters B N i i ] : ;
Accordance With Govermnment Auditing Standsrds
Town of Cotton Vallsy

Cotton Valley, Louisiana

We have audited the financial staterments of the govemmental activities, each major fund, and the aggragate
remaining fund information of the Town of Cotton Valley as of December 31, 2008, which collectively
comprise the Town of Cotion Valley's basic financial statements, and have issued our report thereon dated
Decermber 7, 2009 We conducted our audit In accordance with auditing standards generglly acceptsad in the
United States of America and the standards applicabla to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

internal Financial R

in planning and performing our audit, we consldered Town of Cotton Valley's internal control over financial
reporting as & basis for designing our auditing procedures for the purpese of expressing our apinions on
the finzncial statements, but not for the purpose of expressing an opinion on the effectiveness of Town of
Cotton Valley's internal control over financiat reporting. Accordingly, we do not express an opinion on the
effectiveness of the Organization's inlemal control over financial reporting,

Our consideration of intemal contrel over financial reporting was for the fimited purpose described in the
preceding paragraph and woukd not necessarily identify all deficiencies in intemmal control over financial
reparting that might be significant deficiencies or material weaknesses. However, as discussed below, we
identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies.

A control deficlency exists when the design or operation of a control does not allow management or
employees, in the normal coursa of performing their assigned functions, to prevent or detect
misstatements on a imely basis. A significant deficiency Is a control deficiency, or combinetion of control
deficiencies, that adversely affects Town of Cotton Velley's ability to initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there is
more than a remote likelihood that a misstaterant of Town of Cotton Valley's financial statements that is
mare than inconseguential wilf not be prevented or detected by Town of Cotlon Valley's internal coniral.
We consider the deficiencies described in the accompanying schedule of findings and questioned costs
as items 2008-B2, 2008-B4, and 2008-27 to be significant deficiencies in internal controt ever financial
reporting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resutts in

more than a remote likelihcod that a material misstatement of the financial statements will not be
prevented or detected by Town of Cotton Valiey's internal control,
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Our consideration of intemal control over financial reporting was for the limited purpose described in the first
paragraph of this section 2nd would not recassarly identify all deficiencles in intemal control that might be
significant deficiencies and, accordingly, would necessarily disclose all significant deficiencies that are also
considered to be matenal weaknesses, However, of the significant deficienties described above, we
consider tems 2008-B3 and 2008-B4 to be material weaknesses.

Cormpliance and Cther Mailers
As part of obtalning reascnable assurance about whether Town of Cotton Valley's financial statements are

free of mataral misstatement, we performed tesis of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financlal statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of aur audit, and accordingly, we do not express such an opinion,
The resufts of our tests disclosed instances of noncompliance or other malters that are required lo be
reported under Government Auditing Standards and which are deserlbed in the accompanying schedule of
findings and guestioned costs as items 2008-B1, 2008-B2, 2008-B5, 2008-86, 2008-68 and 2008-B9.

The Town of Cotton Valley's response fo the findings identified in our sudit & described in the
accompanying $chedule of findings and questicned costs. We did not audit the Town of Cotton Valley's
responee, and accordingly, we express no opinian an il.

This report is intended solely for the information and use of management and the State of Louisiana and is
not intended to be and should not be used by anycne other than these specified parties.

{shWwellaqg—

Cook & Morehart
Cerified Public Accountants
Decamber 7, 2000
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Repert on Complignce with R icable to Each

Major Program and Intemgl Contral Over Compliance in
Accordan ith OMB Cirgular A-13

Town of Cotton Valley
Cotton Valley, Loulsiana

Compliance
We have audited the compliance of Town of Cotton Valley, Louisiana with the lypes of compliance

requirernents dascribed in the U.S. Cffice of Management and Budget (OMB) Circular A-133 Compliance
Supplsment that are applicable fo each of its major federal programs for year endsd December 31, 2008.
Town of Cotton Valley, Louisiana's major federal programs are identified in the summary of auditor's results
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements
of laws, regulations, contracts, and grants applicable to each of Its major federal programs is the
responsibility of Town of Cotton Valley, Louisiana's management. Our responsibility is to express an opinion
on Town of Cotton Valley, Louisiana's compliancé based on our audit.

We conducted our audit in accardance with auditing stendards generally accepted in the United States of
America; the standards applicable to financlal audits contained in Gavernment Auditing Standards, issued by
the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governinents,
and Non-Frofit Organizations. Those siendards and OMB Circular A-133 reguire that we plan and perform
the audit fo obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and matesial effect on a major federal program
occurred. An audit includes examining, on test basis, evidence about Town of Cotton Valley, Louisiang's
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our cpinlon. Our audit does not
provide a lagal determination on Town of Cotton Valley, Louisiana’s compliance with those requirerments.

In our opinion, Town of Cotton Valley, Louisiana complied, In all material respects, with the reguirements
referred fo above that are applicable to 2ach of Ity snajor federal programs for year ended December 31,
2008,

Internal Control Over Compliance
The management of Town of Cotton Valley, Louisiana is responsible for establshing and maintaining

effective internal control over compliance with the requirements of laws, regulations, contracts, and grants
applicable to federat programs. in planning and performing our audit, we considared Town of Cotton Valley,
Louisiana's intemnal conltrol over compliance with requirements that could have a direct ard material effect on
a mejor federal program in order to determine bur audring precedures for the purpose of expressing our
opinion oh compliance, but not for the purpose of expressing an opinion on the effectiveness of internal
confrol over compliance. Accordingly, we do not express an opinion on the effectiveness of the Town of
Cotion Vallay, Louisiana’s internal control ever compliance.

A control geficiency In an entity's intemal control over compliance exists when the deslgn or operation of a
control does not allow management or employees, In the nommal course of performing their sssigned
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functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program on
a timely basis. A significant deficiency s a control deficiency, or combination of control deficiencias, that
adversaly affecils the entity's ahility to administer a federal program such that there is more than a ramate
likelihood that nancompliance with & type of compliance requirament of a federat program that is more than
inconsaquential will not be prevented or detected by the entity's' internal contro!.

A melerial weakness is a significant deficiency, or combination of significant deficiencies, that results in more
than a remote lketlhood that 2 matesial noncompliance with a type of compligance requirement of a federal
program will not be prevented or detected by the entity's internal control,

Qur consideration of internal control over compliance was for the himited purpose described In the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
significant deficiencias or material weaknesses. We did not identify any deficiencies in internal control over
compliance {hat we consider to be matenial weaknesses, as defined above.

This report is intended solely for the information and use of management and others within the organization
and is not intended to be and should not be used by anyone other than these specified parties.

(oftrellad

Cook & Morehart
Certifiad Public Accountants
December 7, 2009



Town of Cotton
Cotton Valley, Louisiana
Summary Schedula of Prior Year Audit Findings
December 31, 2008

There were no findings related to federal awards programs In the prior year audit for the year ended
December 31, 2007.

Schedule of Findings and Questioned Costs
For the Year Endad Decembar 31, 2008

A. Summary of Audit Results

i

The suditor's report expressas an unquafified opinion on the basic fnancial statements of the Town
af Cotton Valley.

Three significant deficiencies are repartad in the Report on Compliance and on Intarnal Control
Over Financial Reporting Based on an Audit of Financial Statements Parformed in Accordance

with Governmenf Auditing Standards, Two significant deficiencles are reported as material
weaknesses.

Six instances of noncompliance material to the financial statements of the Town of Cotton Valley
were disclosed during the audit.

Noc slgnificant deficiencles sre reported in the Report on Comphance With Requirements
Applicabla to Each Major Program and Inlemal Contrel Over Comgpliance in Accordance With
OMB Clrcular A-133.

The auditor's report on compliance for the major federal award program for the Town of Cotion
Valley expresses as ungualified opinion,

There are no audit findings refative to the major federal award program for the Town of Cotton
Valley reported In Part C of this schedule.

The program tested as 8 major program was the United States Department of Agriculture Water
and Waste Disposal Systems for Rural Communities CFDA #10,760.

The thresheld for dlistinguishing Types A and B programs was $300,000,

The Town of Catton Valley did not qualify as a low-risk auditee.

(Continued)
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Town of Cotton Valley
Cotton Valley, Lovisiana
Schedule of Findings and Questioned Costs
For the Year Ended December 31, 2008
(Continued)

B. Findings - Financlal Statements Audit:
2008-B1: Use of Debt Service Ad Valorem Taxes
During our audit, we noted that the Town is not separating the voter approved debt service millage ad
valorem taxes into & separate fund and is not limiting the use of those funds for retirement of general
obligation bonds.

At December 31, 2008, the debt service fund was owed 522 156, from other funds that were
transferred-loaned to the other funds of the Town.

The Town, upon collecting the ad valoram taxes and depositing them into a general fund checking
accolmt, is not transferring the debt sarvice millage portion to a separate fund.

Recommendation:

1} The Town should transfer — deposit the debt service millage portion of tha ad valorem taxes into
the saparate debt service fund immediately upon collecting the taxes,

2) The Town should pay back the amount loaned to the other funds from the debt service fund.

Response: The Town will deposittransfar tha debt service millage portion of the ad valerem taxes
into the separate dekt service fund (General Long Tenm Dabt} immediately upon collecting the taxes.

The Town will pay back the amaount loaned to other funds from the debt service fund.

2008-B2: Budgestary Control

During the year ended Decembar 31, 2008, the Town did not amend tha budgets which caused the
revenues and sources for the general fund and the sales tax fund to fail to mest total budgeted
revenues and other sources by five percent or more,

Also, the budgets for all funds for 2008, were adopted in January, 2008 The Local Govermnment
Budget Act requires those budgets to be adopted no later than 15 days prior to the beginning of each
fiscal year.

Recommendation: We recommeand that the Town adopt, tonitor, and amend budgets in order to be
in compliance with state law.

H‘a;ponse: The Town will adopt, moniior, and amend budgsts in order to be in compllance with state
law.

{Conbinued)
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Town of Cotton Vallay
Cotton Yalley, Loulsiana
Schedule of Findings and Questionad Costs
For the Year Ended December 31, 2008
(Continued})

2008-B3: Material Weakness — Control of Utility Accounts and Customer Deposits

During our audit for the two years ended Decernber 31, 2008, we note the following conceming control
of utility accounts receivabla and utility custormer deposits:

The Town does hot reconcile an aged accounts receivable trial balance and the customer deposit
detait listing to the general ledger an a manthly basis.

The Town does not maintain bank account balances that correspond to the ulility deposit
amopunts.

The assistant clerk was performing almost all procedures without approval or review by the Town
Clerk.

Recommendation: We recommend that the Town recontile the aged accounts receivable trial
halance and the customer deposit detail listing 1o the general lsdger or to each report and listingon a
monthly basis.

We recommend that the Town maintain a bank account that corresponds to the cusiomer deposits on
a monthly basis.

We recommend the Town Clerk or other qualified individual review and approve on a routine basis the
activity of the utility billing and collection process.

Response: The Town will reconcile the aged accounts receivable trial balance and the customer
deposit detail listing to the general ledger or to each raport and listing on a2 monthly basis.

The Town will maintain 2 bark account that corresponds to the custlemer daposits an a monthly basis.

The Town Clerk or other gualified individual will review and approve on a routine basts the activity of
the utility bllling and collection process.

2008-B4: Material Weaknpss — Control Over TrafficiMisdemeanor Tickets

The Town's procedures in regards to traffic/misdemeancs ticket, during our audi was that the
Assistant Town Clerk was performing almost all of the procedures without much if any approval or
review by the Town Clerk or other qualified individuals.

Recommaendation: We recommaend the Town Clerk or other quallfied individuals review and approve
on a routine basis the activity of traffic tickets to allow for proper segregation of duties and to
strengthen contrals, incuding the Town Clerk or other qualified individuals reconciling the receipt book
for cash payments to the deposits made.

Response. The Town Cierk or other qualified individuals will review and approve on a routine basis,
the activity of traffic tickets to allow for proper segregation of duties and o strengthen controls,
including the Town Clerk or other qualified individuals reconciling the receipt book for cash payments
to the deposits made.

(Continued)
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